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SMITH BUNDAY BERMAN BRITTON P.S

CERTIFIED PUBLIC ACCOUNTANTS

February 24 2010

To the Managing Members

NWT Financial Group LLC

Independent Auditors Report

We have audited the accompanying statement of financial condition of NWT Financial

Group LLC as of December 31 2009 and the related statements of income changes in

members equity and cash flows for the years then ended that you are filing pursuant to rule

17a-5 under the Securities and Exchange Act of 1934 These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the amounts

and disclosures in the financial statement An audit also includes assessing the accounting

principles used and significant estimates made by management as well as evaluating the

overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial condition of NWT Financial Group LLC as of December 31 2009

and the results of its operations and its cash flows for the year then ended in conformity with

accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedule is presented for

purposes of additional analysis and is not required part of the basic financial statements but

is supplementary information required by rule 7a-5 of the Securities and Exchange Act of

1934 Such information has been subjected to the auditing procedures applied in the audit of

the basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

11808 Northup Way Suite 240 Bellevue Washington 98005-1959
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NWT FINANCIAL GROUP LLC
STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31 2009

CURRENT ASSETS

Cash $570887

Receivable from clearing broker 560930

Employee advances and other receivables 21920

Prepaid expenses 28145

Total cunent assets 1181882

PROPERTY and EQUIPMENT
Computer and telephone equipment 62048

Furniture and fixtures 4989

Leasehold improvements 60761

Less accumulated depreciation 55425

Net property and equipment 72373

OTHER ASSETS

Clearing deposit 175498

Trading deposit 5000

Total other assets 180498

Total assets $1434753

The accompanying notes are an integral part of these financial statements



NWT FINANCIAL GROUP LLC
STATEMENT OF FFANCIAL CONDITION

AS OF DECEMBER 31 2009

CURRENT LIABILITIES

Commissions payable $381797

Accounts payable and accrued expenses 127578

Accrued compensation and benefits 475273

Total current liabilities 984648

COMMITMENTS AND CONTINGENCIES Notes 378 and 13

MEMBERS EQUITY
Contributed

capital 122024

Retained earnings 328081

Total equity 450105

Total liabilities and members equity $1434753

The accompanying notes are an integral part of these financial statements



NWT FINANCIAL GROUP LLC

STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31 2009

REVENUES
Commission income $6753765

Exchange and Electronic Communication Network fee income 1518911

Market data fee income 527900

Realized gain on sale of security 327246

Other income 160163

Margin and money market interest rebates 253012

Total revenues 9540997

EXPENSES

Commission expense 4934278

Clearing and execution charges 1618237

Compensation and benefits 1390051

Information services 551196

Professional fees 443996

Business taxes 102298

Rent 72000

iiieeApcilse Y-Iui

Regulatory fees 49089

Travel 33620

Depreciation 15650

Error account 11525

Auto expenses 11950

Telephone 9137

Contributions 7382

Utilities 5151

Dues and subscriptions 4720

Bank charges 4691

Insurance 1721

Interest expense 577

Postage/shipping 215

Bad debt recovery 1630

Total expenses 9329892

Netincome $211105

The accompanying notes are an integral part of these financial statements



NWT FINANCIAL GROUP LLC
STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2009

Contributed

Capital

Retained

Earnings

The accompanying notes are an integral part of these financial statements

Balance January 2009

Net income current year

Balance December 31 2009

Total

$122024 $116976

211105

$122024 $328081

$239000

211105

$450105



NWT FINANCIAL GROUP LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2009

Cash flows from operating activities

Net income $211105

Adjustments to reconcile net income to net cash

provided by operating activities

Depreciation 15650

Allowance for uncollectible accounts 1630
Changes in operating assets and liabilities

Receivable from clearing organization 91268

Prepaid expenses 4304
Clearing deposits 23310
Employee advances and other receivables 12920
Commissions payable 81601
Accounts payables and accrued expenses 150619

Net cash provided by operating activities 344877

Cash flows from investing activities

Purchase of computer and telephone equipment 11217
Purchase of leasehold improvements 60761
Net cash used in investing activities 71978

Net increase in cash 272899

Cash at beginning of year 297988

Cash at end of year $570887

The accompanying notes are an integral part of these financial statements



NWT FiNANCIAL GROUP LLC

NOTES TO FINANCIAL STATEMENTS

NOTE ORGANIZATION AND NATURE OF BUSINESS

NWT Financial Group LLC the Company is Washington state limited liability company
formed on March 2006 for the principal purposes of operating as an FINRAISIPC registered

broker-dealer and providing financial/advisory services The Company is registered broker-

dealer licensed by the United States Securities and Exchange Commission SEC and is

member of the Financial Industrial Regulatory Authority FINRA and the Securities Investor

Protection Corporation SIPC The Company operates as an introducing broker clearing

customer trades on fully disclosed basis through nationally recognized clearing broker

Penson Worldwide Inc Under this basis it forwards all customer transactions to another broker

who carries all customers accounts and maintains and preserves books and records

NOTE 2- SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The Companys financial statements have been prepared in conformity with accounting

principles generally accepted in the United States of America GAAP

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities on the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period Actual results could differ from

those estimates

Cash and Cash Equivalents

For purposes of the Statement of Cash Flows the Company has defined cash equivalents as

highly liquid investments with original maturities of less than three months that are not held for

sale in the ordinary course of business

Receivable from clearing broker and others

The receivable reflected on the statement of financial condition is due from the clearing broker

pursuant to the clearance agreement and represents amounts due for fees and commissions

These fees and commissions are remitted to the Company on monthly basis Additionally the

Company makes advances to certain registered representatives in the normal course of business

The determination of the amount of uncollectible accounts is based on the amount of credit

extended and length of time each receivable has been outstanding as it relates to the clearing

broker and each individual registered representative An allowance for doubtful accounts is

recorded that reflects the amount of loss that can be reasonably estimated by management At

December 31 2009 management considered all accounts receivable to be fully collectible and

accordingly no allowance for uncollectible accounts has been recorded



NOTE 2- Continued

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation Depreciation is

computed using the straight-line method based on the estimated useful lives of the assets over

period of three to ten years Leasehold improvements are amortized over the shorter of the

useful lives of the assets or the lease term

Commission and Fee Income

Commissions and fees and the related clearing expenses are recorded on trade-date basis as

securities transactions occur

NOTE 3- RISKS AND CONCENTRATIONS

Off-balance sheet risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to

clearing broker on fully-disclosed basis All of the customers money balances and long and

short security positions are carried on the books of the clearing broker In accordance with the

clearance agreement the Company has agreed to indemnify the clearing broker for losses if any
which the clearing broker may sustain from carrying securities transactions introduced by the

Company In accordance with industry practice and regulatory requirements the Company and

the clearing broker monitor collateral on the customers accounts

Credit risk

The Company routinely maintains bank accounts that are in excess of FDIC insurance limits

The Company has not experienced any losses in such accounts and believes it is not subject to

any significant credit risk on cash

Concentrations

Substantially all of the Companys revenues were derived from its clearing broker Fees and

commissions receivable as of December 31 2009 are due from its clearing broker

Approximately 70% of fees and commissions earned were generated by 10 registered

representatives of the Company

NOTE 4- CLEARINGDEPOSIT

In accordance with its clearance agreement the Company was required to deposit funds in

clearing deposit account that is maintained by the clearing broker in the amount of $175498
The clearing broker may from time to time require additional deposits The funds are refundable

to the Company with thirty days after cancellation of the agreement provided there has been no

claim that could give rise to claim for indemnification The funds are invested in money
market fund



NOTE 5- LINE OF CREDIT

The Company has $40000 line of credit with Wells Fargo The line is unsecured and

guaranteed by the members of the Company The line requires minimum monthly payment of

interest at the banks prime rate plus 6% 9.25% at December 31 2009 and matures December

31 2010 The Company had no borrowings under the line of credit for during the year ended

December 31 2009

NOTE 6- GAI FROM ERROR TRANSACTION

During 2009 registered representative of the Company initiated the sale of security that could

not be cleared When the error was detected the Company purchased the security to cover the

short position This transaction resulted in realized gain in the amount of $327246

NOTE 7- LLC AGREEMENT

The Company is Washington limited liability company that commenced on April 2006 and

will continue until December 31 2050 unless earlier terminated and dissolved in accordance

with the provisions of the LLC Agreement

The Company is authorized to issued 10000000 class and 4000000 class membership
units As of December 31 2009 6000000 class units and no class units have been issued

Class units represent all management and voting shares of the Company class units have no

voting power or management authority of the Company

Distributions will be made at such times and in such amounts as the managers of the LLC may
unanimously determine first to members in an amount equal to their unreturned capital

contribution and second to the members in proportion to the number of units that they hold The

managers will use commercially reasonable efforts to distribute cash to each member in an

amount equal to his share of the taxable income of the Company for the prior fiscal year

In the event of the death of member owning class units such units will be purchased by the

Company within six months at fair value as determined by the Company and the remaining
members

NOTE 8- EMPLOYEE BENEFIT PLAN

The Company established 401k profit sharing plan effective January 2009 for the benefit of

employees who have completed 1000 hours of service and have attained 21 years of age

Beginning on January 2010 employees may defer portion of their compensation which is

then contributed to the plan The Company also offers matching contribution on employees
deferrals equal to 100% of salary deferrals up to 4% of compensation The Company may also

make discretionary contributions Total employer contributions to the plan were $165645 for

the year ended December 31 2009



NOTE 9- INCOME TAXES

The Company is limited liability company that is not tax paying entity The profits and

losses of the Company are allocated to its members and included on the members tax returns

NOTE 10- NET CAPITAL REQUIREMENTS

Per Rule 15c3-1 of the Securities Exchange Act of 1934 the Company is required to maintain

minimum net capital and ratio of aggregate indebtedness to net capital as defined not

exceeding 15 to The requirement for NWT Financial Group LLC is 6.67% of indebtedness of

the Company which for December 31 2009 is $65643 and results in excess capital of $241801

NOTE 11- COMPUTATION OF DETERMINATION OF RESERVE REQUIREMENTS

Because the Company does not hold any funds or securities for the account of any customers as

defined by the Securities and Exchange Commission Rule 5c33 no reserve is required

Consequently reserve requirement was not calculated

NOTE 12- COMMITMENTS A1ND CONTINGENCIES

Commitments

The Company leases office facilities in Issaquah Washington from JDS Management party

related by common ownership The lease calls for monthly payments of $6000 and expires on

December 31 2014 Rent expense of the year ended December31 2009 was $72000

Future minimumrental payments for the next five years and in aggregate

2010 72000

2011 72000

2012 72000

2013 72000

2014 72000

Total $360000

Legal claims

In July and September 2009 the Company and others were named as defendants in two separate

FINRA arbitration cases The Statements of Claims allege that three registered former brokers

of failed Louisiana investment advisory service and hedge fund who subsequently registered

with the Company purchased unsuitable securities on behalf of the claimants while registered

with the Louisiana investment advisor In one claim the securities did not transfer to the

Company with the brokers and in the other claim the securities did transfer to the Company with

the brokers One claim alleges various causes of action and seeks compensatory damages from

all respondents in an amount exceeding $1000000 plus exemplary damages attorney fees

expectation damages other statutory damages and forum fees in undisclosed amounts The

10



NOTE 12- Continued

other claim does not identify particular causes of action against the Company but it makes

variety of allegations including violations of FINRA conduct rules The claimants in this matter

seek compensatory damages from all respondents in the amount of $400000 plus interest

attorney and expert fees punitive damages consequential damages and lost profits all in

undisclosed amounts

The Company believes that it has meritorious defenses to both claims and will vigorously defend

both matters The Company has filed responses to both claims and has begun but not completed

discovery into the allegations and all potential defenses The Companys counsel believes that it

is too early to reasonably evaluate the likelihood of an unfavorable outcome or the range of

potential loss if any in either case

In October 2009 thirty-two separate individual and entity claimants commenced FINRA
arbitration against the Company and others The Statement of Claim alleges that two brokers

purchased unsuitable securities for claimants at undisclosed times in undisclosed amounts
while the brokers were registered with various brokerage firms including the Company and the

aforementioned Louisiana investment advisor The Company believes that three of the claimants

maintained accounts with the Company and that the brokers did purchase some of the securities

at issue while their accounts were with the Company The Statement of Claim does not identify

particular causes of action against the Company but it includes various allegations and seeks

compensatory damages from all respondents in undisclosed amounts as well as market adjusted

damages disgorgement of fees and commissions emotional distress damages attorney fees
interest and punitive damages in undisclosed amounts The Company has begun but not yet

completed discovery into the allegations and all potential defenses The Companys counsel

believes that it is too early to reasonably evaluate the likelihood of an unfavorable outcome or

the range of potential loss if any from this claim

In December 2009 an individual filed claim individually and on behalf of trust in the form of

Reconventional Demand in Louisiana district court against the Company The Reconventional

Demand alleges causes of action against the Company for primary violation of Louisiana

securities laws for negligent supervision and for vicarious liability for the conduct of

registered representative of the aforementioned Louisiana investment advisor who later

registered with the Company The claimant seeks damages from the Company and the registered

representative in the amount of $1400000 interest and costs The investigation of this matter is

continuing and the Companys counsel believes it is too early to reasonably evaluate the

likelihood of an unfavorable outcome or the range of the potential loss The Company believes

that it has meritorious defenses to the claims raised and will defend the matter vigorously

NOTE 13- SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 24 2010 the date which the

financial statements were available to be issued

11
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NWT FD4ANCIAL GROUP LLC

SCHEDULE
COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2009

Minimum net capital required 6-2/3% of aggregate indebtedness

Minimum net capital required

208979

320

Note The computation of net capital under SEC Rule 15c3-1 as of December 31 2009

computed by NWT Financial Group LLC in its unaudited Form X-1 7a-5a Part hA

as filed with the Financial Industry Regulatory Authority does not differ materially from the above

computation which is based on information derived from its audited financial statements

The Company is exempt from providing the schedules entitled Computation of Determination of

Reserve Requirements Under Rule 15c3-3 and Information for Possession or Control

Requirements Under Rule 15c3-3

Net Capital

Members equity

Nonallowable assets

Net fixed assets

Prepaid expenses

Employee advances and other receivables

Trading deposit

Less haircuts other securities

Net capital

Aggregate indebtedness

Payable to brokers dealers and others

Other accounts payable and accrued expenses

Total aggregate indebtedness

Computation of Basic Net Capital Requirement

450105

72373

28145
21920
5000

127438

15223
307444

381797

602851

984648

65643

5000

Minimum capital requirement greater of the above 65643

Excess net capital 241801

Excess net capital at 1000 percent

net capital less 10% of aggregate indebtedness

Percentage of aggregate indebtedness to net capital

12



SMITH BUNDAY BERMAN BRITTON P.S

CERTIFIED PUBLIC ACCOUNTANTS

February 24 2010

To the Managing Members

NWT Financial Group LLC

Independent Auditors Supplementary Report

On Internal Control

In planning and performing our audit of the financial statements and supplementary schedule

of NWT Financial Group LLC the Company as of and for the year ended December 31
2009 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our

opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of

such practices and procedures that we considered relevant to the objectives stated in Rule

7a-5g in making the periodic computations of aggregate indebtedness or aggregate

debits and net capital under Rule 7a-3 11 and for determimng compliance with the

exemptive provisions of rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did

not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment of securities under Section of

Federal Reserve Regulation of the Board of governors of the Federal Reserve

System

The management of the Company is responsible for establishing and maintaining internal

control and the practices and procedures referred to in the preceding paragraph In fulfilling

this responsibility estimates and judgments by management are required to assess the

expected benefits and related costs of controls and of the practices and procedures referred to

in the preceding paragraph and to assess whether those practices and procedures can be

13

11808 Northup Way Suite 240 Bellevue Washington 98005-1959

Phone 425 827-8255 Fax 425827-0641 www.sbbb.com



SMITH BUNDAY BERMAN BRrvroN P.S

expected to achieve the SECs above-mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not

absolute assurance that the assets for which the Company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation

of financial statements conformity with generally accepted accounting pnnciples Rule

7a-5g lists additional objectives of the practices and the procedures listed in the preceding

paragraph

Because of inherent limitations in internal control and the practices and procedures referred

to above errors or fraud may occur and not be detected Also projection of any evaluation

of them to future periods is subject to the nsk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness

yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such

that there is reasonable possibility that material misstatement of the companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined previously

We understand that the practice and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for this purpose
in accordance with the Securities Exchange Act of 1934 and related regulations and that

practices and procedures that do not accomplish such objectives in all material respects

indicate material inadequacy for such purposes Based on this understanding and our study

we believe that the Companys practices and procedures as described in the second

paragraph of this report were adequate at December 31 2009 to meet the SECs objectives

This report is intended solely for the use of the members management the Securities and

Exchange Commission and other regulatory agencies that rely on Rule 17a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is

not intended to be and should not be used by anyone other than these specified parties

9s
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SMITH BUNDAY BERMAN BRITTON P.S

CERTIFIED PUBLIC ACCOUNTANTS

February 24 2010

To the Managing Members

NWT Financial Group LLC

Independent Accountants Report On Applying

Agreed-Upon Procedures Related To SIPC Assessment Reconciliation

In accordance with Rule 17a-5e4 under the Secunties Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessment and Payments to the Securities Investor Protection Corporation SIPC for the

Transitional Year Ended December 31 2009 which were agreed to by NWT Financial Group

LLC and the Securities and Exchange Commission Financial Industry Regulatory Authonty

mc and SIPC solely to assist you and the other specified parties in evaluating NWT Financial

Group LLC compliance with the applicable instructions of the Transitional Assessment

Reconciliation Form SIPC-7T NWT Financial Group LLC management is responsible for

the NWT Financial Group LLC compliance with those requirements This agreed-upon

procedures engagement was conducted in accordance with attestation standards established by

the American Institute of Certified Public Accountants The sufficiency of these procedures is

solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose

for which this report has been requested or for any other purpose The procedures we performed

and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records entries in the Companys general ledger and cash disbursements

register noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2009 less amounts for the period January 2009 to March 31 2009
with the amounts reported in Form SIPC-7T for the period from April 2009 to

December 31 2009 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and

working papers which were comprised of detail activity from the Companys general

ledger noting no differences and

Proved the anthmetical accuracy of the calculations reflected in Form SIP C-7T and in

the related schedules and working papers supporting the adjustments noting no

differences
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SMITH BUNDAY BERMAN BR1TrON P.S

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion

Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

P9ASWd t0t
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Revenues from the dislribution.ot shares registered open arid investment company or unit

investment trust from The safe of variable annuities horn the bustness oh insurance from investment

advisory services rensfered to registered investment companies or nsurance company separate

accounts and froiri transactions in security futures prdducts

2jRevenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions
7cZ

iinbiJrergdt for ppstaga in connection with proxy sot icialion

NØE in from ecuritie in invesfment accounts

00% commissions and markups earned from transactiolis ini cettificats of depositanl
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lritm.issuance date
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printihg
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rlatd tA the epUtitie bUines revenue defined by Section 169L of the Act

Other revenue not related either directly er indirectly to the securities business

See Instruction

AS AMENDED
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ii 40% of intrest earned on ustornerS sacUri1ie aOcounts
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nter the greater oh line or ii

Total deductiOns

SIPC Net Operating Resenues
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Is37cc _____________

7ZS
to page

but not ss thad

$150 feiæimurn



SMITh BUNDAY BERMAN BRrTTON P.S

NWT FINANCIAL GROUP LLC

FINANCIAL STATEMENTS

FOR THE YEAR ENDED
DECEMBER 31 2009

INDEPENDENT AUDITORS REPORT


